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LABEL STATUS 


VOLUME % OF TOTAL 

(Billions) PM INT'L PM WORLDWIDE 


Sales without H/W (Dom.) 
Sales without H/W (D.F.) 

Total Sales without H/W 

Total PM Int'l Sales 
Total PM Worldwide Sales 
(Int'l & U.S.) 


23 

6.3 

3.9 

40 

10.9 

6.8 

63 

17.2 

10.7 


368 

— 

— 

589 

- 

— 


Notes 

1) 1990 Volumes used for calculations 

2) "without H/W" refers to those sales which would, except 
for the initiation of this project, be produced without 
health warnings in 1992. 
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LATEST COMPETITOR REACTION 


RJR In favor 


B&W In favor 


BAT Do not yet know (to be contacted by Rothmans) 


ROTHMANS In favor 
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MARKETS AFFECTED 


DOMESTIC MARKETS RECEIVING CIGARETTES 
WITHOUT HEALTH WARNINGS 


ASIA/PACIFIC *Philippines 

EEC *Andorra (has not yet indicated 

whether it will join 
with EC regulations) 


EEMA 


LATIN AMERICA 


Rumania 
♦Lebanon 
Turkish Cyprus 
Angola 
Burundi 
Cape Verde 

Central African Republic 
Comores Islands 
Djibouti 
Gabon 
♦Guinea 
Ivory Coast 
Mali 
♦Morocco 
Togo 
Zaire 


♦Yugoslavia 

Syria 

Afghanistan 

Benin 

Cameroon 

Chad 

Congo 

Ethiopia 

Gambia 

Guinea Bissau 

Liberia 

Mauritania 

Niger 

Uganda 


♦Dominican Republic 
Antigua 
Barbados 
Cayman Islands 
Dominica 
Haiti 

Montserrat 
St. Kitts 
St. Maarten ' 

Tortola 

Turks & Caicos Islands 


Aruba 
Belize 
San Andres 
Grenada 
Jamaica 

St. Barthelemy 
St. Lucia 
St. Vincent 


PM volume over 500 million per year 

'•si 
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IMPLEMENTATION PLAN 


o Artwork preparation started 

o Converting items with lowest materials duration first 

First completed items January/February 

First 20 items changed by U.S.A. (of total 181) 
represent 64% of all U.S. volume to be changed 

o Associated costs (USA, EEC, EEMA) 

By April 1, 60% of production will be converted and the 
remainder by the end of 1992. The materials 
obsolescence cost is approximately $1 million. The 
production development cost is approximately $4 
million. 
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COMPANY STATEMENT 


Philip Morris will place the U.S. Surgeon General's 
health warning on all cigarette packages worldwide which do 
not currently require a warning. This initiative applies to 
brands manufactured in the United States for export, as well 
as those produced overseas by Philip Morris affiliates and 
affected licensees. 

Although we believe that consumers are well aware of 
the health claims made about smoking, the Company has 
decided to take this initiative, because the lack of a label 
on the relatively small number of packages involved has 
become an issue out of proportion to its importance. The 
vast majority of our products already carry labels. Ninety 
per cent of all the Company's cigarette packages sold 
worldwide carry a label, and that number is increased to 96% 
when sales in international duty-free shops are excluded. 

' The Company's decision addresses concerns about 
labelling which have been expressed by some shareholders, 
members of Congress and government officials, and will 
hopefully mitigate an unnecessary controversy. 

Implementation began in November and will be completed by 
the end of 1992. 
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LABELLING INITIATIVE PLAN TIMETABLE 



TASK 

RESPONSIBLE 

DUE DATE 

o 

Implementation 


LG 

Pre-production 





underway 

o 

Identify company spokespersons 

MW 

Completed 

o 

Prepare communications strategy 

MW 

Completed 

o 

Circulate revised Q & A/Statement MW 

12/13 

o 

Approval of Q&A/Statement 


Mgmt 

12/17 

o 

Discuss with competition 


MB/DSD 

12/18 

o 

Present decision to the Board 


RWM 

12/18 


— Prepare draft 


MW 

completed 

o 

Notify PMI Regional staff: 


Mgmt 

12/18 


- Operations/marketing 


LG 

Underway 


- Corporate Affairs 


MW 

After 12/18 


- Legal 


LP 

After 12/18 

o 

Notify Crosby and request 


DF/DB 

After 12/18 


withdrawal of proposal 




o 

Notify Washington contacts 


MW/DG 

After 12/18 

o 

Regional line mgmt notification 




of local parties as required: 





- government authorities 


field mgmt 

After 1/1/92 


key monopolies 


field mgmt 

After 1/1/92 


- licensees 


field mgmt 

After 1/1/92 


- government purchasers 


field mgmt 

After 1/1/92 


- general export customers 


field mgmt 

After 1/1/92 

o 

Draft Annual Report language 


MW 

Dec/Jan 

o 

Respond to outside inquiries 


MW 

As needed 

o 

Communicate decision to other 


TBD 

As needed 


parties 




DB 

- Dede Bartlett LG - 

Leslie Greher 


DF 

- Don Fried LP - 

Lee Poliak 


DG 

- David Greenberg RWM - 

R. 

William Murray 


DSD 

- Dinyar Devitre MW - 

Matthew Winokur 
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1. Q. Why has Philip Morris decided to do this now? 

A. Refer to Company Statement 

2. Q. Isn't this merely an effort to silence critics 

rather than respond to social concerns? 

A. No. We do not expect that the labelling 

initiative will silence the more extreme critics 
of our industry who would be satisfied with 
nothing less than the elimination of the cigarette 
industry itself. 

Refer to Company Statement 

3. Q. If the Company is really serious about informing 
consumers, why aren't labels being printed in 
indigenous languages, rather than English? 

A. Frankly, we expect that this initiative may 

motivate national authorities to establish local 
labelling requirements consistent with worldwide 
trends. Thus the English language labels may well 
amount to an interim step. 

In addition, English is already used on the rest 
of the package and the majority of the packs 
affected will be sold in duty-free outlets where 
most consumers speak English. 
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4. 


Q. The Company has frequently noted that only a small 
minority of its exports go to less developed 
countries which do not require a warning label and 
where literacy is generally low as well. If the 
company is serious about warning smokers in these 
markets, wouldn't it be more effective to use a 
universal warning symbol such as a skull and 
crossbones? 

f 

A. No message will satisfy everybody. If national 
authorities wish to consider and select different 
messages for smokers in their countries, then it 
is their privilege to do so. 

We disagree with the message that a skull and 
crossbones •implies. Cigarettes are a legal 
product and are often manufactured by governments 
themselves. 


We do believe our initiative responds to concerns 
expressed by certain shareholders, members of 
Congress and government officials. 

5. Q. How are you going to address the need to inform 
smokers in poorer countries where cigarettes still 
are sold by the stick? 

A. We believe our initiative responds to concerns 
about the labelling issue. As a company, we must 
defer to national authorities to consider and 
select alternative means for communicating 
information on smoking as is fitting from country 
to country. 
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The Company prefers to sell our brands by the 
package. But we recognize that a very small 
minority of our product may be sold by the stick. 


These circumstances reflect local customs over 
which we have no control. 

6. Q. Why are you citing the U.S. Surgeon General's 

warning labels instead of a warning from the local 
health authorities? 

A. Using an internationally recognized message is the 
most efficient and effective way of fulfilling the 
labelling initiative. 

Frankly, we expect that this decision may motivate 
national authorities to establish local labelling 
requirements consistent with worldwide trends. 
Thus the English labels may well amount to an 
interim measure. 

7. Q. For years you've opposed suggestions to print a 

warning label on products going to markets without 
locally mandated labels on the grounds that "the 
alleged risks associated with smoking are widely 
known so labels aren't really necessary." It 
seems your 'about face' is just a response to 
public pressure rather than a serious interest in 
the welfare of smokers. 

A. The Company's position on the health controversy 
is not altered by our labelling initiative. 

(Refer to Company Statement) 
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8. Q. What are some of the "other” initiatives? 

A. Other initiatives we have undertaken include the 
decision to press for the removal of PM brand 
trademarks which appear without our authorization, 
especially on products intended for minors, and a 
series of activities to prevent minors from 
purchasing cigarettes. 

9. Q. Why are you putting labels only on packs and not 

on cartons as is required in the U.S.? 

A. The individual cigarette package is the primary 
packaging medium for the product overseas. 

10. Q. Doesn't this decision grow out of your concern 

over the outcome of the Supreme Court's review of 
the Cipollone decision? 

A. No. This issue is irrelevant to the issues before 
the Supreme Court. 

11. Q. Are you anticipating a lot of new liability 

lawsuits overseas and will these labels insulate 
you from liability? 

A. No. We don't expect a significant number of new 
cases abroad. In any event, this initiative is 
irrelevant to those suits. 

12. Q. Since the company is voluntarily putting the 

labels on cigarette packages, does this mean that 
the company now agrees with not only the U.S. 
Surgeon General's warnings, but also with other 
positions held by the Surgeon General with regard 
to smoking? 
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A. No. The company's position on the health 
controversy is not altered by the labelling 
initiative. 

This decision reflects our view that the lack of a 

v- 

label has become an issue out of proportion to its 
importance which has come to obscure a number of 
important initiatives that the Company has 
undertaken. 

13. Q. The company must be very worried about the 

increased effectiveness of the anti-smoking 
movement to have decided to proceed along these 
lines. 

A. No. We do not expect that the labelling 

initiative will silence the more extreme critics 
of our industry who would be satisfied with 
nothing less than the elimination of the cigarette 
industry itself. 

14. Q. Has the company made a deal with some of the 

pressure groups to leave you alone? 

A. Our company does not — and will not — negotiate 
any 'deal' with pressure groups. Furthermore, we 
do not assume or expect that this action will 
result in accolades from them or mitigate their 
activities. 

15. Q. What are the other manufacturers going to do? 

A. We do not know and do not wish to speculate. 
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16. Q. Is this decision in any way going to improve your 

competitive position overseas? Don't the U.S. 
labels further identify your brands as truly 
American? 

A. Because we already use English on the package, we 
do not anticipate that the labelling initiative 
will further distinguish our product from others. 
Nor do we believe that this initiative will have 
any competitive consequences. 

17. Q. Will the company also adopt overseas all the 

tenets accepted by the U.S. industry with respect 
to marketing and sampling guidelines? For 
example, will the company also voluntarily end 
broadcast advertising around the world as you 
volunteered to do in the U.S. twenty years ago? 

A. We think our other business activities are a 
different issue. The Company does take the 
initiative at the local level to develop codes of 
practice and abide by all existing laws and 
regulations. 

18. Q. You are required by U.S. law to put the warning in 

all advertising. Will you be doing this in 
foreign markets and if not, why not? 

A. We think advertising is a different issue. The 
Company does take the initiative at the local 
level to develop codes of practice and abide by 
all existing laws and regulations. 
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19. Q. Isn't this just an attempt to preempt legislation 

in these countries mandating warnings on cigarette 
packages? 

A. No. This is not an attempt to preempt any 

legislation; if anything it might do just the 
opposite by prompting local officials to enact 
local labelling requirements. 

20. Q. How soon will the new cigarette packages with 

these labels be on the market? 

A. The Company began to implement this initiative in 
November 1991. Our objective is to have 
approximately 60% of currently unlabelled volume 
bearing labels by April 1992, and the balance by 
the end of 1992. 

21. Q. What local markets will this action impact? 

A. The largest "market" affected by this decision is 
represented by our duty-free business. 

Certain countries in Eastern Europe as well as the 
Philippines, the Dominican Republic and the Ivory 
Coast also do not require labels. 

22. Q. Why exclude international duty-free from your 

calculation? 

A. The labelling issue seems to stem from concerns 
about consumers who live in countries where 
locally purchased cigarettes do not carry labels. 
As a practical matter, most travellers purchasing 
in duty-free shops live in countries which already 
label cigarette packs. 
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